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notes in exchange for sovereigns, and in this way
every importer of gold can convert his demand
for rupees into a form which throws on the
Government the onus of refusing rupees for notes.
They were thus practically forced into accepting
the obligation to supply rupees on demand as
part of their note system. Owing to the relatively
limited demand for the sovereign as a circulating
medium in India, the gold presented tended
to accumulate in die Currency Reserve to the
exclusion of rupees till it constituted a positive
danger. While it is of course open to trade
to meet its requirements by exporting gold to
India, it is clear that there was no object in
forcing it, by the restriction of the sale of Council
bills, to import gold in this way provided that
adequate stocks for current requirements are held
in the Currency Reserve. As I shall show below,
there are indications that the gold in circulation
in India is gradually increasing. Should it even-
tually become a largely used circulating medium
in that country and to some extent displace silver,
this would bring about the result which the
Government of India have all along been desirous
of obtaining, mzn that there may be a large stock
of gold available in the country, available for
export should the balance of trade set against
India. Till, however, this desirable condition
occurs, a restriction of Council bills in order to force
imports of gold to more than a limited extent